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SUBJECT: GOTT AND THE TRADE ACT OF 1974 
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REFS: (A) PORT O 496; (B) STATE 55671 ; . 

1. PER REFTEL A, FOLLOWING ARE DEPARTMENT S COMMENTS ON 
QUESTIONS RAISED BY GOTT OFFICIALS CONCERNING IMPLE- 
MENTATION OF TRADE ACT OF 1974. 

2. CANADA- WEST INDIES TRADE AGREEMENT. FOR GENERAL POLICY 
DISCUSSION ON APPLICATION OF TRADE ACT TO QUESTIONS OF 
POSSIBLE REVERSE PREFERENCES SEE REFTEL B. WE DO NOT 
UNDERSTAND WHY QUOTE OTHER CONCESSIONS UNQUOTE CANADA 
WOULD SEEK IN LIEU OF PREFERENTIAL ADVANTAGE- 
PRESUMABLY MFN TARIFF OR NON-TARIFF BARRIER REDUCTION 
WHICH COULD BE NEGOTIATED IN THE MULTILATERAL TRADE 
NEGOTIATIONS (MTN) - WOULD POSE PROBLEM FOR TRINIDAD FROM 
POINT OF VIEW OF GATT MEMBERSHIP. 

3. RECIPROCITY. THERE IS CONSIDERABLE DIVERSITY AMONG 
DEVELOPING COUNTRIES AND THE AMOUNTS OR FORM OF 
RECIPROCITY CAN ONLY BE DETERMINED ON AN INDIVIDUAL BASIS 
IN THE CONTEXT OF THE MTN. WE WILL EXPECT SOME DEGREE 

OF RECIPROCITY CONSISTENT WITH THE COUNTRY'S ECONOMIC 
DEVELOPMENT GOALS, BUT WE WILL MAINTAIN FLEXIBILITY AS TO 
FORM OR EXTENT. THERE ARE SEVERAL FORMS THAT DEVELOPING 
COUNTRY RECIPROCITY MIGHT TAKE. FOR EXAMPLE: (A) LIBERA- 
LIZATION AND RATIONALIZATION OF IMPORT FORMALITIES AND 
CUSTOMS PRACTICES; (B) REDUCTION OF UNNECESSARILY HIGH 
TARIFFS WHICH ARE INCONSISTENT WITH ECONOMIC DEVELOPMENT; 
(C) DEFERRED TARIFF CUTS OR CONCESSIONS STAGED OVER 
RELATIVELY LONG TIME; (D) POSSIBLE BINDING OF TARIFFS ON 
SOME ITEMS; (E) DEVELOPING COUNTRY PARTICIPATION IN CODES 
OF CONDUCT WHICH THEY WILL HELP TO NEGOTIATE; E.G. NTB 
CODES. FYI THIS IS NOT AN INCLUSIVE LISTING OF ALL THE 
FORMS OF CONTRIBUTIONS THAT LDC'S MAY MAKE IN MTN. END FYI 

4. VALUE-ADDED CRITERION UNDER GSP. TO RECEIVE 
PREFERENTIAL TARIFF TREATMENT UNDER THE TRADE ACT, AN 
ELIGIBLE ARTICLE MUST BE IMPORTED DIRECTLY INTO THE 
UNITED STATES FROM A BENEFICIARY DEVELOPING COUNTRY. THE 
COMBINED COST OF PROCESSING AND PRIMARY INPUTS PRODUCED 
IN THE BENEFICIARY DEVELOPING COUNTRY MUST EQUAL OR 
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EXCEED A FIXED PERCENTAGE, 35 PERCENT FOR AN INDIVIDUAL 
COUNTRY AND 50 PERCENT WHEN INPUTS FROM TWO OR MORE 
COUNTRIES ARE COUNTED, OF THE U.S. APPRAISED VALUE OF THE 
FINAL IMPORT. THERE IS NO PROVISION IN THE ACT FOR THE 
USE OF A BASIC MATERIALS LIST, NOR IS THERE ANY AUTHORITY 
WHICH COULD ALLOW AN EXCEPTION TO BE MADE FOR BASIC 
MATERIALS. 

5. USE OF DONOR COUNTRY CONTENT. WE UNDERSTAND THAT THE 
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GSP SCHEMES OF JAPAN, NEW ZEALAND, CANADA, AND AUSTRALIA 
(BUT NOT THAT OF THE EC) ALLOW DONOR COUNTRY CONTENT TO 
BE INCLUDED IN COMPUTING THE VALUE OF MATERIALS PRODUCED 
IN THE BENEFICIARY DEVELOPING COUNTRY OR THE DIRECT 
COSTS OF PROCESSING PERFORMED IN THAT COUNTRY. TRADE ACT 
WOULD SPECIFICALLY EXCLUDE THE POSSIBILITY OF INCLUDING 
MATERIALS PRODUCED IN THE UNITED STATES AS QUOTE LOCAL 
CONTENT UNQUOTE IN CALCULATING LOCAL VALUE-ADDED FOR THE 
PURPOSES OF THE TRADE ACT. FYI - THIS CONCEPT IS UNPOP- 
ULAR WITH MANY GROUPS IN THE U.S. BECAUSE IT IS SEEN AS 
ENCOURAGING QUOTE RUNAWAY PLANTS UNQUOTE AND THE 
EXPORTING OF JOBS. END FYI. 

6. SECTION 301 (A)(3). NEITHER THE TRADE ACT NOR THE 

LEGISLATIVE HISTORY STATE PRECISELY WHAT SITUATIONS ARE 
CONTEMPTED BY SECTION 301 (A)(3) FOR 

WITHDRAWING OR WITHHOLDING TRADE AGREEMENT BENEFITS FROM 
COUNTRIES WHOSE SUBSIDIZED EXPORTS HAVE THE EFFECT OF 
SUBSTANTIALLY REDUCING SALES OF COMPETITIVE U.S. SALES IN 
THIRD COUNTRIES. PREFERENTIAL AGREEMENTS OF THE TYPE 
INDICATED ARE NOT TO BE CONSIDERED SUBSIDIES. 

7. COUNTERVAILING DUTIES. DEPARTMENT CONCURS IN VERY 
ADEQUATE EXPLANATION GIVEN GOTT OFFICIALS ON COUNTER- 
VAILING DUTIES AND EXPORT SUBSIDIES AND INCENTIVES. 

FOR POST'S FUTURE INFORMATION, MORE PRECISE STATEMENT OF 
OUR INTENTIONS IN THIS AREA IS THAT WE HOPE TO OBTAIN 
INTERNATIONAL AGREEMENT ON A CODE COVERING SUBSIDIES AND 
COUNTERVAILING DUTIES FOR ALL PRODUCTS. WITHIN THE 
CONTEXT OF SUCH A CODE, WE ARE WILLING TO DISCUSS 
POSSIBILITY OF SPECIAL TREATMENT FOR DEVELOPING COUNTRIES. 
TRADE ACT SPECIFICALLY PROVIDES FOR DIFFEREHTIAL TREAT- 
MENT IN NTB NEGOTIATIONS. KISSINGER 
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